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Terrestial Accounting for
Extraterrestial Readers

Ula K. Motekat, CPA, DBA, is Assistant
Professor of Accounting at the University of
Massachusetts at Amherst. She is a native of
Germany and the originator of a course in
International Accounting at the University.
She was the previous editor of The
Woman CPA and currently serves this jour
nal as editor of the International
Accounting column.

Ula K. Motekat, CPA, DBA

Dear Reader in Outer Space:
A package from planet Earth is on its
way to you via Jupiter and Saturn to tell
you about life here. But if you try to
visualize activities on planet Earth bas
ed on the sounds and pictures recorded
in our Voyager spacecraft you will get
an incomplete image.
For instance, you are being sent
various pictures and diagrams coded inelectronic impulses but you are not
given two of the most important
mathematical equations here on Earth:
(1), assets = liabilities + equity, and (2),
revenues - expenses = profits. And
although you are getting some Earth
music nobody is telling you that debits
and credits are the keys in which a lot of
music is written, namely the music of
business like the jangling of coins and
the ringing of cash register. To expand
the impression conveyed by the Voyager
package we are sending you this letter to
tell you about accounting here on Earth.
First of all, you should know that
accounting is called the language of
business. However, we do not all speak
the same language here on earth and we
are counting on your super intellect to
understand our own English. Each of
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the multitude of other languages spoken
and written here on Earth reflects the
historical and cultural development of
the people who use it, just as each
nation’s accounting principles and prac
tices reflect and reveal the economic
development of that nation within its
history and culture pattern. In fact, you
can understand a country’s accounting
better if you know something about its
history. Since this is only a letter and not
a multi-volume history of the world we
can only give you some examples.
The United States, for instance, was
settled mostly by people who were dis
satisfied with the status quo in their
countries of origin. They came to the
New World to start a new life. Here they
found that everything is bigger and that
individual success is possible, even if the
streets are not paved with gold. (Gold is
a precious metal here on Earth, more
precious on some days than on others
but that is a phenomenon beyond the
scope of this letter.) The conventional
wisdom evolved in this country is that
new is good, bigger is better, and success
is measured in dollars. And when it
comes to measuring dollars an

accountant is needed.
So picture the American accountant
who found that public adulation (usual
ly accompanied by lots of dollars) went
to people who saw a need and invented
something, if only a mousetrap, to
satisfy that need. Can you blame the
accountants for wanting to do their
share, and then share in the rewards?
Since they did not know how to invent
the proverbial better mousetrap they
just elaborated on their own
accounting principles and practices.
(And since status in the business world
went to companies with steadily rising
earnings, their accountants devised
some decorative reporting methods.
However, we can’t discuss them because
they are closely-held trade — pardon us,
professional — secrets.)
Just think, if there are two alter
natives to each of ten accounting
problems (such as the valuation of in
ventories and other assets, depreciation
methods, or accrual of pension
liabilities) then there are 210, or 1,024
possible ways to prepare the financial
statements for any company that has all
ten accounting situations. In practice,
there are often more than two accep
table methods for a specific accounting
problem. It is obvious that many, many
accountants are needed to prepare all
those statements and to evaluate the ad
vantages and disadvantages of each, and
to do that each and every year. In a
nutshell, it can be said that American
accounting, like American life, is
characterized by individuality, innova
tion and variety.
That is not as true of another English
speaking country, namely the United
Kingdom, where the people and the ac
countants value tradition. Would you
believe that they adhere to a tradition
even if, according to the apocryphal
story, it is based on a printer’s error? The
proof is their balance sheet. They put the
debits on the window side, like any
society that has seen the light, but they
usually depart from international
custom and list the liabilities and
equities on the left side and the assets on
the right side. Legend has it that in the
last century a printer made a mistake
and reversed the two pages of an il
lustrative balance sheet when one of the
Companies Acts was put on the print
ing press, so with typically English im
perturability accountants since they
have seldom seen fit to change the form.
Innovation occasionally does play a
role in British accounting, but it is
limited because practitioners always

check new accounting methods with an
incorporeal arbiter they call “One.” You
see, in Britain there are things One
doesn’t do, and things One does do. One
doesn’t, for instance, depreciate most
buildings because they appreciate faster
than they depreciate. It is entirely possi
ble that One doesn’t do it because book
depreciation is not deductible for tax
purposes. Instead, British businesses
receive a capital allowance from Parlia
ment each year, although not for most
buildings.
Since buildings are not depreciable
for tax purposes and since they tend to
appreciate, especially in times of infla
tion, One does write them up in the
balance sheet. But because One hasn’t
developed as yet the One way of com
puting a building’s current value, One
can use various values like current value
under present usage, or current value
under most profitable usage, or current
replacement cost determined from a
specific price index, if available, if One
wishes to follow the recommendations
of the Sandilands report. However, even
in Britain there are people who, with
sufficient incentive, do what One
doesn’t do and some of those people ap
parently have been accountants.
Therefore an Anglo-Saxon maxim has
evolved that says: You are less likely to
do something One doesn’t do if you have
to tell the world about it. Translated
into accounting jargon that means: Dis
closure in the statements.
The British Companies Acts don’t tell
accountants how to account, but they
do tell companies to disclose how their
accounting is done and how much they
pay their auditors to help them with all
the disclosure. For that reason a British
income statement may not be an income
statement in the American sense. In the
United States the income statement
starts out with gross revenues and
arrives, after a series of subtractions and
additions, at net income. In England the
statement may be just a list of items
which must be disclosed, like gross sales,
total depreciation, renumeration of
auditors and of directors, and net in
come. If a tendency toward

forthrightness becomes overwhelming
then the British accountant may lump
all the items that are exempt from dis
closure requirements, and present them
in one catch-all line under “all other
costs and expenses.”
On the other side of the English
Channel, accounting is influenced by
the French love for logic and for
systems. The French took the whole of
accounting and put it into one logical
system which they call the Plan Comp
table. It is based on the decimal system
and assigns numbers to every con
ceivable account. Assets, for instance,
belong in Group 2; fixed assets are in
subgroup 21, and buildings are 212
when they are finished but subgroup 23
while under construction. The Plan
Comptable also tells what accounts to
debit and credit, and for the end of the
accounting period it prescribes a set of
financial statements in which account
balances are entered on the lines iden
tified by account numbers. Voila! The
Plan Comptable is used by most
business enterprises in France, either
because it is such a logical system, or
because the business received (or hopes
to receive) money from the government.
In the event of government subsidy the
business is required to use Plan Comp
table accounting.
On the other side of the Rhine the
Germans developed their own system of
accounts which, given their penchant
for long words, they call the Industriekontenrahmen. For some reason (which
may have something to do with the fact
that stock ownership is not widely dis
persed) they don’t like the word profit
but they do like the term balance sheet.
Therefore they invented various words,
usually long, so that profits can be
described without ever really men
tioning the word. They have a Lei
stungsbilanz (achievement balance
sheet), a Bewegungsbilanz (movement
balance sheet) and an Erfolgsbilanz
(success balance sheet), and if all of
these are too short for a truly satisfying
accounting experience they have
available an even more magnificent title.
Consider the feeling of fulfillment for

Eastern European people want to
make money just like people in
capitalist countries. But without
profits how is success or failure
measured?...well, something else
is measured that can be expressed
in numbers.

the accountant who prepares the Er
folgsermittlungsbilanz (success deter
mination balance sheet).
Inspired by their love for order the
Germans developed their own principles
of orderly accounting, and one of them
got them into trouble. In the United
States it was realized early on that finan
cial statements perform a different func
tion from tax returns. In America one
thing often can be done on the income
statement and something else can be
done on the tax return. German
accountants developed the principle
that their books determine the tax
return, and now they are stuck with it. In
order to get a deduction on their tax
returns they must record the deductible
expense on their books. Consequently,
book values and depreciation are what
the tax law allows. And since German
business, like business everywhere, ex
erts pressure on its legislature to grant
liberal deductions, German book values
bear even less relationship to current
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Women Accountants
In Other Countries
It is possible that the political at
mosphere in some of the nations may
be a deterrent to women entering a
career in which men predominate. It
is a fact that in some countries
women still do not have the right to
vote or this right is restricted in some
manner. Even in countries where
women do have equal political rights,
some of the obstacles that seem to
hinder women from exercising them
are the apathy of the women
themselves, traditional attitudes and
customs, tendency of women to con
fine themselves to social work, the
diffidence of many women to assume
responsibility — which tends to dis
courage them from full participation
in public life — and the multiplicity
of tasks women are frequently called
upon to assume. Education is a most
important factor in making women
aware of their rights and respon
sibilities and encouraging them to

values than do American book values.
Mediterranean travel is fun under our
sun but for further discussion of
accounting it is practical to stay north of
the Alps because there really is no such
thing as Italian accounting. In Italy the
board of directors has the right to deter
mine accounting methods for each com
pany, completely unhampered by such
restrictions as consistency and dis
closure. A rivederci, Italia.
Eyes to the east instead, for a look at
socialist accounting. As practiced in
Eastern Europe, accounting is un
derstandably influenced by Communist
ideology. That means profits are out.
However, costs are still in, and people
there want to make money just like peo
ple in capitalist economies. But without
profits how is success or failure
measured; how can one state enterprise
be compared with another? Well,
something else is measured that can be
expressed in numbers. And that can lead
to totally unintended results.
For instance, the success of a state
agricultural enterprise may be measured
in tons of food produced compared to
the cost of production. Now any farmer
knows that some crops use more labor
per pound of food production than do
others. And if the farmer also knows

8/The Woman CPA

play a more active role.22
Although almost all the nations
reporting indicating women have an
equal opportunity to enter the
accounting profession and
educational facilities are available to
them, women in other countries seem
hesitant to participate in the usually
highly respected profession of
accountancy. Coeducation at all
levels may help to overcome this
hesitancy.
22Newsletter on the Status of
Women, Number 40, June 1970,
Political Rights of Women, Page 10.

From an article by Eunice E.
Stockman in the July, 1971, issue of
the Woman CPA. Ms. Stockman’s
article was also the source of many of
the foreign titles for women
accountants that appear in the
current issue.

anything about accounting it is ap
parent that less labor means lower
production costs. Is it any wonder that
cabbages are plentiful, tomatoes are
scarce, and peas are a rare delicacy?
Agriculture provides Eastern Euro
pean accountants with a certain advan
tage. They don’t have to specify what the
end product looks like because most
people can tell an apple or a cauliflower
when they see one. Industrial produc
tion is a different story, however. The in
dustrialist must provide a specific
description of how a widget is to be
made, what is to go into it in terms of
labor and materials, and what the
widget is supposed to look like when it is
finished. (Widgets are amorphous, or
speedily metamorphosing, products
reputed to be made by all industries but
most usually visible to the faculty of
North American schools of business ad
ministration.) An Eastern European
widget tycoon must prepare a detailed
blueprint which includes specifications
as to the kind and amount of labor and
materials necessary for the fabrication
of one widget. The widget factory is then
told how many widgets to produce and
is given (at least theoretically) the exact
kind and amount of labor and materials
needed to meet its production goal.

However, managers — and with in
creasing frequency, the workers — are
rewarded for exceeding that goal even
though they are not initially supplied
with any more labor or materials. The
incentive system encourages them to
produce more widgets but use less labor
and material for each. In other words,
they may use two screws instead of the
prescribed three screws to hold the parts
together, and as a labor saving strategy
they may tighten the screws with only a
token turn.
Predictably, the widget factory
described above will exceed its produc
tion goal of units of output by many
percentage points, and its work force
will be rewarded handsomely. Of course
none of the widgets will work well, or if
by chance a few do, they will soon fall
apart. But that is no problem in Eastern
Europe. First of all, widgets are
presumably scarce so people are happy
to get them even if they have loose
screws (the widgets, not the customers).
Secondly, all widgets look the same so it
is difficult to identify a widget with a
particular factory. And lastly, if the
origin of the defective widget should be
discovered there is no complaint depart
ment in that factory where the aggrieved
buyer can pound the table and ask for a
refund for the missing screws.
Socialist accounting invites more dis
cussion but it would delay the full globe
inspection of accounting practices on
planet Earth. There is just time to take a
quick look at Japan and to notice that
the Japanese have extended to
accounting their talent for adopting
foreign ideas and adapting them to their
needs. Japanese accounting is, by and
large, an adaptation of North American
accounting.
Earth sounds captured on the record
in the Voyager spacecraft will stimulate
your hearing senses (ears?). This letter
will signal to your visual facility (eyes?)
and be translated by your super percep
tion into some image of accounting in
our world. We admit to oversimplifica
tion but we hope we have conveyed
some idea of the varied types of
accounting, and their importance. We
don’t pretend that life here on earth
would be impossible without
accounting, but we do claim that if you
want to measure the accomplishments
of a business over time, accounting is an
indispensable tool.
With our best earthy regards,
Debit and Credit
Accountants on Earth.

